e £, 7

IURVATAN

02055390

v
i

MICRCFICHE CONTROL LABEL
! o
n
\
\;,:,— )
REGISTRANT 'S NAME Méffujem \ KOQJOFCJ?;(:‘//)
#CURRENT ADDRESS H- 2, Oh Terna chi A= Chome
CA s’yarﬁ— <u . Tokya
Joo - Sakp A |
. PD
+*FORMER NAME - iéE@@E@
| | WOV 0 4 200
#*NEW ADDRESS THOMe A
. A — = S O
: FINANCyA)
nm:maz-{/ S . e - FISCAL-YEAR™ 3/77‘/ gz T
. . & / ]
. ©  Complete for initial submissions .amfy . .lekc uoéumand ans: cﬁanges
1263-25 (INITIAL FILING) AR/S (ANNUAL REPORT) C//
12G32BR (REINSTATEMENT)  suePL (OTHER
DEF 14A (PROXY)

- OICF/BY? =
DATE : _m__/fyz;i_—_f//_ai

________



| 20/

, Marubeni
Corporation

MJ

33/

Annual Report 2002
For the fiscal year ended March 31, 2002




¥

Company Creed

Fairness, Innovation, Harmony

i - Make Marubeni a more wﬂm@:@mmmg company so it can contribute more meaningfully to the worldwide
economy as 2 globally networked company.

&

Corporate Prineples
Jamary 1, 1998
Marubeni C(,O?T@ommon as 2 business @uﬂt@fpm@ will ac ]y pursue its bmmm ) nun@eﬁm LgH"r‘oungi‘w the exercise
TF’ fair and legal competition. As a company, Marubeni mlﬂ also continue to play its part in the enlangement of
he gobal economy, while always striving to @Umm}n the society within whmﬂm it operates. In order to achieve
@ﬂﬂ the elements of the aforementioned goal, Marubeni is committed to the following six basic principles of
business:

1. Conduer Fair and Open Business Activities

¢ Obey the law and be guided by fairness in all business dealings.

¢ Maintain sound relationships with government officials of all nagions. Observe principles of free
competition in all business decisions.

¢ Resolutely oppose and avoid any illegal or improper business reladionships and practices.

2.  Develop a Globally Connected Company
< ﬂ&&p@cﬁ international cultural diversity and seek to enhance regional prosperity through
Marubeni’s business activites.
Contribute to regional economic goals by fostering regional associations by adopting a gobal
management style.

<¢>

3. Create New Valwe Through Business Vision
&S " - - . s gn2 s & SR -wx a0
® Be responsive to market and industry forces, but also take the initiative in creating changes
in fr?mg mmk@ bv mmdm g new products a md services.

4. Respecr and Encovurage ﬁmcdwmam(?awy aud C Om@wo@ﬁau
e e B Reespect. the individuality. of ich person- dnd $reate. 4 conipany. Work environmient i
which originality can ﬂonmﬂd
Create an environment for individuals to set goals that require self~administration or
sndent, creative action.

<>>

Lu]d@

5. Promote Good Corporate Governanee
¢ Maintain a !mgh 1@%“ of mwmg@ﬁmem & ammmmcy or openness for information=sharing !

=0

1

A2 T“’\egs@@u piﬁ@ﬁ)@@&ﬁl@ for C@hm@@@@ﬂ Managenent @Lc'eomm abilicy from shareholders and society.

N

6.  Sqfequard Beological and Culsumal Diversiry
¢ Recognize our responsibility as a good corporate citizen in world society and engage in
activities which are beneficial to that society.

¢ Recognize our responsibilicy as a gﬂob&ﬂ crmt@, prise in the preservation of our ¢a ?&}1 and

Mo s | e - o

TS Tesolindes Tor future generations,
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Disclaimer Regarding Forward-Looking Statements

This annual report contains forward-looking statements about the performance and
management plans of Marubeni and its Group companies, based on mahagement’s
assumptions in light of current information. The following factors may therefore
influence actual results. These factors include consumer trends in Japan and in major
global markets, private capital expenditures, currency fluctuations, notably against the
U.S. dollar, materials prices, and political turmoil in certain countries and regions.
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Toward (@gtion 21 “A” Plan

Since April 2001, Marubeni has been imple-
menting @ction 21, a two-year management
plan that focuses on the reallocation of man-
agement resources, the realization of suffi-
cient returns corresponding to risks, and
business expansion leveraged by advanced
trading house functions. In November 2001, we
expanded on this plan to create the @gction 21
“A” Plan. The goals are to clarify the direc-
tion of the Marubeni Group toward a
V-shaped recovery of its business results, and
build a corporate structure that would swiftly
respond to changes in business environment
by updating some of the assumptions of the
plan’s immediate predecessor and thereby
overcoming increasingly cloudy economic

conditions in Japan and abroad.

@ction 21“A” Plan

The @ction 21*“A” Plan targets ¥30.0 billion
in consolidated net income and ¥2.65 trillion
in net interest-bearing debt for the fiscal year
ending March 31, 2003. We also launched the
“A” Plan Steering Committee to ensure that
we quickly reach our “A” Plan objectives. The

main points of @gtion 21 “A” Plan are:




1. Accelerate write-offs and provisions for
doubtful accounts and receivables or with- |
drawal from loss-generating businesses.

2. Cut consolidated net interest-bearing
debt.

3. Reduce costs of parent company, subsid-

iaries and affiliates. ‘

4. Eliminate losses and improve perfor-
mances of divisions, subsidiaries and
affiliates.

Performance under “A” Plan
In the fiscal year ended March 31, 2002, con-

solidated total volume of trading transactions
fell 4.9%, to ¥8,972.2 billion (US$67,460
million). Domestic transactions dropped 13.9%,
reflecting downturns in Metals and Machin-
ery. Export transactions grew 2.1%, owing to a
gain in Machinery. Imports were oft 13.7%,
mainly because of reductions in transactions
of Energy and Metals. Offshore transactions
rose 10.0% on the strength of an improvement
in Energy.

Gross trading profit declined 9.0%, or
¥43.0 billion, to¥436.8 billion (US$3,284 mil-
lion). Operating profit plummeted 98.1%, or
*¥40.7 billion, to ¥0.8 billion (US$6 million).
This stemmed from an increase in the provi-
sion for doubtful accounts to prepare for
potential losses, although selling, general and
administrative expenses were down as a result
of cost-cutting initiatives. The Company posted

a loss before income taxes and equity in earnings

of affiliated companies of ¥165.2 billion
(US$1,242 million), a decrease of ¥171.8
billion from a year earlier, which reflected
evaluation loss on investment securities and
fixed assets, as well as lower operating profit.
Net income was down ¥131.5 billion, to a net
loss of ¥116.4 billion (US$875 million), as a
result of a ¥35.8 billion decrease in equity in
earnings.

These results were admittedly extremely
unsatisfactory, although I must emphasize that
they stemmed largely from around ¥240.0 bil-
lion in restructuring costs under the @ction 21
“A” Plan. We are therefore confident that we
have solidified our foundations for a strong
recovery starting from the fiscal year ending
March 31, 2003.

Total assets at the close of the term were
down ¥514.9 billion, to ¥4,805.7 billion
(US$36,133 million). This was due to the trans-
fer of the Iron & Steel business to Marubeni-
Itochu Steel Inc., as well as our reviews of
low-profit transactions, business reorganizations
and asset sales. Net interest-bearing debt fell
by ¥376.9 billion, in keeping with a decline of
total assets, to¥2,712.9 billion (US$20,398 mil-
lion). We thus reached—and exceeded—a key
target under the @ction 21 A" Plan of lower-
ing net interest-bearing debt of ¥2.9 trillion
by ¥200 billion.

Marubeni Corporation 2002 3



Outlook for the Fiscal Year
Ending March 31,2003

In the year ending March 31, 2003, we fore-
cast the consolidated total volume of trading
transactions will decline by ¥372.2 billion, to
¥3,600.0 billion. This will reflect the transfer
of the Iron & Steel business to Marubeni-
Itochu Steel and a reduction in Energy trans-
actions, which will offset gains in transactions
in our Utility & Infrastructure and Plant & Ship
businesses.

‘We are convinced that we will achieve our
target of ¥30.0 billion in net income, a key
objective in the @ction 21 *A” Plan, by further

Consolidated Performances and Forecasts
Years ended March 31, 2001 and 2002, and year ending March 31, 2003

improvement of loss-making businesses,
increased profit from core business areas and
far-reaching cost curtailment.

We will continue to bolster our financial
position, another priority under the @gction 21
“A” Plan. By March 31, 2003, we forecast total
assets of ¥4,400.0 billion, ¥2,500.0 billion in
net interest-bearing debt, and ¥290.0 billion
in total shareholders’ equity. With particular
regard to reducing net interest-bearing debt
under the @ction 21*“A” Plan, we have sharpened
our earlier target of a net interest-bearing debt
of¥2,650.0 billion to ¥2,500.0 billion, a goal
originally set for March 31, 2006.

Billions of yen
Change 2003 Change
2001 2002 2001/2002 (Forecast) 2002/2003

Total volume of trading transactions ¥ 9,436.9 | ¥8,972.2 | ¥ -464.6 | ¥ 8,600.0 | ¥ -372.2
Gross trading profit 479.8 436.8 -43.0 450.0 +13.2
Operating profit 41.5 0.8 -40.7 85.0 +84.2
Income (loss) before income taxes and

equity in earnings (losses) of affiliated

companies 6.7 (165.2) -171.8 48.0 +213.2
Equity in earnings (losses) of affiliated

companies - net (after income tax

effects) 16.9 (18.9) -35.8 11.0 +29.9 |
Net income (loss) 15.0 (116.4) -131.5 30.0 +146.4
Total assets 5,320.6 4,805.7 -514.9 4,400.0 -405.7
Net interest-bearing debt 3,089.8 2,712.9 -376.9 2,500.0 -212.9
Total shareholders’ equity 3423 263.9 -78.4 250.0 +26.1
Net debt-to-equity ratio (Times) 9.0 10.3 +1.3 8.6 -1.7

4 Marubeni Corporation 2002




New Medium-Term

Management Plan

Under our new medium-term management
plan—a three-year initiative starting from the
fiscal year ending March 31, 2004—we aim to
reduce risk assets and enhance profitability by
replacing underperforming assets with supe-
rior ones. Such efforts will help revitalize
Marubeni toward further growth, and position
it to more swiftly reach its management goals
of improvement of its financial structure and
reinforcement of its earnings base.
Specifically, we will implement two major

reforms, notably, implementing portfolio

PATRAC: Clarification of Financial Indicator

management, and organizational restructuring
based on a new business strategy model, in line

with reinforcing risk management.

PATR AC Management Index
PATRAC (for Profits After Tax less Risk Asset

Cost) 1s our most important management
index. Our risk-return target for risk assets will
be set at 8% or higher in the fiscal year ending
March 31, 2006.

To bolster risk management, we have de-
ployed an integrated risk management system
that manages risk by means of a common mea-

sure, the VaR (Value at Risk), by considering

PATRAC is designated as the most important corporate financial indicator.

The risk-return target for risk assets in the fiscal year ending March 31, 2006, will be set at 8% or higher.

About PATRAC:

Marubeni developed and introduced
PATRAC as an indicator in order to help
minimize the risk against assets and to
ensure éppropriate returns on risk assets.

PATRAC = Consolidated net income — Risk assets X 8%
PATRAC target: Greater than zero

Risk-return =

Consolidated net income

|
: (%)
Risk assets |

\/

Risk-return =

Total assets

Risk assets

Net income Net sales

Net sales Total assets

Return on assets

T

Risk-return
improvement >
measures

I[ncrease in the
assets turnover
ratio

Replacement to
high-quality

assets

Improvement
in profit margins

Marubeni Corporation 2002 5




diversification and correlation effects within
our business portfolio. We measure the maxi-
mum potential decline in the risk value of
assets. So, PATR AC determines whether we
achieve targeted returns on risk assets.
PATRAC is an absolute, calculated by sub-
tracting risk asset cost (which is risk assets mul-

tiplied by 8%) from consolidated net income.

PATRAC = Consolidated net income — Risk asset cost

Portfolioc Management

Portfolio management is essentially selective
allocation of management resources. We cur-
rently manage and administrate divisions as

single operating units. [n the years ahead, we

Portfolio Management System (1)

will shift to managing and administrating port-
folio units based on such factors as products,
functions, business formation, regions and cus-
tomers. We will thereby determine solutions
specific to these units.

Our portfolio unit-specific strategies cat-
egorize each unit into expansion, reinforce-
ment, support, restructuring and withdrawal,
based on risk-return calculated by in terms of
PATRAC and the degree of attractiveness of
units for Marubeni. We will expand earnings
while lowering interest-bearing debt by de-
creasing risk assets in the areas of restructuring
and withdrawal. At the same time, we will
allocate management resources in the areas of

expansion, reinforcement and support.

Segmentation of Managerial and Administrative Units (Introduction of the Portfolio Unit System)

Current status:

Management and administration based on Divisions

From fiscal year ending March 31, 2004:
Management and administration based on segmented

Segmentation method: Based on product, function, business

(portfolio) units

formation, regional and customer

Current Status

Portfolio Unit System

characteristics
I Implementation of Portfolio Management

) ' .
Depr A, l Expansion

SecE I GFR w

= Reinforcement

See. C 4 Sec. D ]
Depr.K % Support
! GEH ]

i i
Restructuring

l Sec. G l ”

GE) ﬁ ‘Withdrawal

- b —
X Div. ; " Unit 1
- Depe - Dept. A :
SU c oot ]‘ . Unit2
ept.
— —LT N
« GEH Sec.D . Sec.E 4 .
} |
j i _ ) Unit 3
l GE] —! Sec. B I Scc.Gl !
t .
| + Unit 4
Segmentation
Y Div. I Unit
_ Dept. Dept. K
¢ o L Unit 6
= TN
GER « < N Sec. O ] Unit 7
GES -
| GET I T 1 Sec. P I 1 Sec. Q]
h —~ GF | = Group firms
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Portfolio Management System (2)

Strategic Planning of Portfolio Units (Appropriate Allocation of Management Resources)

Corporate staff organization will be reorganized to assist the management, and portfolio units evaluated, classified and

re-strategized every six months.

Evaluation
¢ Quantitative aspects (risk-return)
* Qualitative aspects (attractiveness to Marubeni)

Classification
Core units:
Expansion areas, reinforcement areas,

Core units:

growth potential, competitive environment,
customer evaluation, presence or absence of

|

)

1

|

3

) . - . . . ~ -
! * Qualitative evaluation criteria; future potential,
i

i

|

!

]

)

J

!

SUppPOIL areas
Non-core units:

Restructuring areas, withdrawal areas

. Non-core units:

Strategic Planning

Profit expansion through appropriate
allocation of management resources

Return on capital, reduction in risk assets

functionality o
* Those units with risk-return of less than 8%
and low appeal to Marubeni will be }
classed as restructuring or withdrawal areas
High ; N
el . Appropriate allocation of management
I Expansion oo e [PPIOP s
. | resources
Reealized
capital ;
gains : infor (i - Lo . Alming for steady profits, reinforcing Profit
— Reinforcement e Ef\Pansmn | functionality. Allocating management ' expansion
[ SO . resources as and when necessary ¢ €xpans
—_ A Setting limits o invesoment amourns and
? Support w— e | return periods, allocating managenient :
[ o TESOUTCES !
Lo 8% -
a 5
2 H
§ ! | . 4 Res . Consideration of such options as capital .
- i Reinforcement ‘; estructuring == = | returns and integration with third parties : .
1 i . Reduction
/ i ©in risk
_____~___~‘ i H Withdrawal — | Classified as areas to be discontinued . assets
It — =
. i Restructurmo ‘ L}
'Wlthdrawal‘{‘ i o ng Support | l
Separation (— “'“"‘”"“r“‘”‘
-t J Establishment of a specialized work-out organization to accelerate withdrawals
Low ) ) ‘ from areas to be discontinued.
Low -+—— Attractiveness to Marubeni — High

Organizational Restructuring Based on Business Strategy Models

Portfolio units will be divided into groups on the basis of “business strategy models” classified according to different
business formats and approaches, and reshuftled periodically.

L Business Strategy Models

|

Portfolio Unit

Marubeni Funections/

Div.A

Div. B }
; !

Limits to know-how
and specialization

In cases where
several business

Roles

Business Strategy

i Natural resources

Model

" Merchandise/
, services provider

¢ Industry materials

Commodlw trading

- Consumer goods

Organizer, developer,
consultant

Project solutions

) Industrial and
‘ residential projects

‘LSolution provider

.

Venture capital

> l Business incubation y—ljlcubator
i

Grouping portfolio

strategy models are
clustered in the same
organization

Limits to effective
management of various
business models

units based on
business strategy
model

Further specialization and functional

sophistication

Division of the
group into
appropriate size

Strengthened synergies

for management

Improvement of managerial efficiency
and consistency by integrated strategy

Marubeni Corporation 2002 7



Business Strategy Model-Based
Restructuring

Here, our goal is to strengthen our operating
structure by the implementation of strategical
consistency by grouping portfolio units that
have the same unit strategy into the same busi-
ness model. That is, to build an organization
that generates synergies by enhancing special-
ties and functions through clearer solutions for
three types of business model: commodity trad-

ing, project solutions and business incubation.

U Commodity trading—Merchandise and
services provider

U Project solutions—Organizer, developer
and consultant

U Business incubation—Venture capital

No. 1 Strategy

Each portfolio unit will strive to be No. 1 in
its industry in the eyes of customers. Over the
next three years, we aim to build a strong cor-
porate group composed of industry-leading

portfolio units.

Consolidated Financial
Targets for Year Ending
March 31, 2006

In the year ending March 31, 2006, we will
aim for ¥50.0 billion in net income, ¥2,000.0
billion in net interest-bearing debt, and ¥406.5
billion in total shareholders’ equity. By reach-
ing these targets, our net debt-to-equity ratio will

improve to 4.9, from the current value of 10.3.

Consolidated Numerical Targets for Fiscal Year Ending March 31, 2006

Fiscal year ended Fiscal year ending Fiscal year ending

March 31,2002 March 31,2003 | March 31, 2006

Business results Prospects i Targets

(Billions of yen)
Net interest-bearing debt ¥2,712.9 ¥ 2,500.0 ¥ 2,000.0
Total shareholders’ equity 263.9 290.0 406.5
Risk assets 653.0 635.0 580.0
Net income (loss) (116.4) 30.0 50.0
Core earnings* 56.1 111.0 140.0
L, L

Risk-return (6)** — 4.7% 8.6%
Net debt-to-equity ratio (Times) 10.3 times 8.6 times 4.9 times
Return on equity (%) — 10.3% 12.3%

* Core earnings = Operating profit (excluding allowance for doubtful accounts) + Equity in earnings (loss) + Dividends

. olidated net incom
**Risk-return = Cons - COME (%)
Risk assets

8 Marubeni Corporation 2002




Corporate Governance

In April 2002, we enhanced corporate gover-
nance by more clearly separating decision-
making on top management issues and
supervisory function, and executing the busi-
ness strategy of business units. We reduced the
number of directors from 26 to nine, while
raising the number of corporate vice presidents
from nine to 25*. This move thus allows chief
operating officers to concentrate completely

on their business units.

Compliance

We reiterate that the management and all
employees will continue to implement
Marubeni’s mission of winning the trust of
society through fair business practices by going
back to its creed of “Fairness”, “Innovation”
and “Harmony.” As a trading house, our great-
est assets are our people, and trust. We will con-
tinue to prioritize employee training in the
years ahead.

In April 2002, we set up a compliance
committee that reports directly to myself and
is responsible for ensuring that all Marubeni
businesses observe the law, operate ethically and

avert incidents.

* One of these corporate vice presidents retired as of May 31,
2002, leaving a total of 24 as of July 1, 2002.

The fiscal year ending March 31, 2003, will be

a vital step forward for Marubeni as it draws

on the achievements of @ction 21 “A” Plan
and pushes ahead with a new medium-term
management plan to revitalize its operations
for further growth. Marubeni’s management
and its employees are committed to doing their
very best on behalf of all stakeholders, thereby

enhancing the Company’s corporate value.

ey

Tohru Tsuji
President and CEO

July 2002

Marubeni Corporation 2002 9



DIRECTORS, CORPORATE AUDITORS AND CORPORATE VICE PRESIDENTS

Front, from left: Tohru Tsuji, Katsuo Koh
Back, from left: Kazuo Ogawa,Yuji Kato, Toshio Nakagawa,

Yuichi Ishimaru, Kenichi Nishida, Nobuo Katsumata, Shigeki Kuwahara
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Members of the Board
President and CEO
Tohru Tsyji

Executive Deputy President

Katsuo Koh

Advisor to the President for Agri-Marine Products
Div. and Iron & Steel Strategies and Coordination
Dept.; Executive Corporate Officer, Iron & Steel
Strategies and Coordination Dept.

Corporate Executive Vice Presidents

Yuichi Ishimaru

Executive Corporate Offficer, Corporate Strategies
Dept.; Advisor to the President for Utiliry &
Infrastructure Div., Plant & Ship Div. and Business
Incubation Dept.

Kenichi Nishida
Advisor 1o the President for Textile Div. and
Development & Construction Div,

Nobuo Katsumata

Executive Corporate Officer, General Affairs Dept.,
Human Resources Dept., Corporate Accounting
Dept. and Finance Dept.; Advisor to the President
for Forest Products & General Merchandise Div.

Shigeki Kuwahara

Executive Corporate Officer, Corporate
Communications & Investor Relations Dept.,
Corporate Planning & Coordination Dept. and
Subsidiaries & Affiliates Management Dept.;
Advisor ta the President for Energy Div.

Corporate Senior Vice Presidents

Toshio Nakagawa

Advisor to the President for Transportation &
Industrial Machinery Div., Metals & Mineral
Resources Div.,, Chemicals Div. and Finance &
Logistics Business Div.

Yuji Kato

CIO; Executive Corporate Officer, Risk
Management Div., Andit Dept. and Information
Strategy Dept.; Advisor to the President for IT
Business Div

Kazuo Ogawa
General Manager, Corporate Planning
& Coordination Dept.

Corporate Auditors
Inoshin Kitamura
Yasuo Ota

Hiroaki Shinoda
Tatechika Umeda

Corporate Vice Presidents
Corporate Executive Vice President

Kazuhiko Sakamoto

General Manager for North America & Central
America; President & Chief Executive Officer,
Marubeni America Corporation

Corporate Senior Vice Presidents

Hidekatsu Yamamoto
General Manager for China; President, Marubeni
China Co., Ltd.; General Manager, Beljing Office

Akira Matsuda
Chief Operating Officer, Plant & Ship Div.

Kiyoshi Yoshimitsu
General Manager for Europe; Managing Director,
Marubeni Europe ple

Makoto Isogai
Chief Representative in Indonesia; President,
RT. Marubeni Indonesia

Hidemi Kawai
Senior Corporate Officer, Risk Management Div.
and Corporate Strategies Dept.

Susumu Watanabe
General Manager, Corporate Accounting Dept.

Corporate Vice Presidents

Chiaki Takahata

General Manager, Nagoya Branch

Masakatsu Takita
Chief Operating Offices, Textile Div.

Tomoyuki Nakayama
Chief Operating Officer, Agri-Marine Products Div.

Tadatsugu Nakajima
Chief Operating Officer, Metals & Mineral
Resources Div.

Ko Mori
Chief Operating Officer, Chemicals Div.

Shinichi Saito
General Manager, Corporate Comnmynications
& Investor Relations Dept.

Shuzo Yamada
Chief Operating Officer, IT Business Div,

Shuichi Morizane
General Manager, Subsidiaries & Affiliates
Management Dept.

Makoto Itoh
President, Marubeni Thailand Co., Ltd.; General
Managey, Bangkok Branch

Kazuoki Matsushita
Chief Operating Officer, Forest Products & General
Merchandise Div.

Fumio Uehara
Senior Operating Officer, IT Business Div

Hitoshi Sakamoto

Chief Operating Officer, Finance & Logistics
Business Div.; Executive Corporate Officer, Business
Incubation Dept.

Teruo Asada
General Manager, Finance Dept.

Michio Kuwahara
Chief Operating Officer, Transportation & Industrial
Machinery Div.

Hideo Takeuchi
Chief Operating Officer, Development
& Construction Div.

Mamoru Sekiyama
Chief Operating Officer, Utility & Infrastructure
Div.

Koichi Mochizuki
Chief Operating Officer, Energy Div.

(As of July 1, 2002)
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Shuzo Yamada, Corporate Vice President, COO

Business Outline

The IT Business Division engages in three main
areas. The first is distributing personal comput-
ers (PCs), mobile phones, medical equipment
and other products, which 1s the prime source
of the division’s revenues and earnings. Subsid-
laries operating in this field include Marubeni
Infotec Corporation, Marubeni Telecom Co.,
Ltd., Computer Wave Inc., Sofmap Co., Ltd.,
and Meditec Corporation.

The second area is the supply of solutions
services for information and other systems.
Here, the Company’s core operations are
Marubeni Information Systems Co., Ltd.,
Marubeni Solutions Corporation and Hewlett-
Packard Solutions Delivery, Ltd.

The third focus is efficient utilization of
the division’s telecommunications lines and
other infrastructure. The Vectant Group, a tele-
communications subsidiary, integrates the
division’s communication-related business and
provides access to broadband lines and related
services. Japan Cablenet Limited oversees the

division’s cable television operations.

Marubeni Corporation 2002

SEGMENT GROSS

TRADING PROFIT

AS PERCENTAGE
OF TOTAL

SEGMENT ASSETS
AS PERCENTAGE
OF TOTAL

Strategies, Core Businesses
and Core Competence

Customer needs have diversified in keeping
with advances in information technology (I'T),
making 1t critical for the division to deliver
comprehensive services in its three core busi-
nesses. The division’s prime strategy is thus to
harness the strengths of its companies to build
a new business model. The main priority
operations in each of the division’s three areas
are as follows.

In products, the division plans to augment
existing operations with new types of distribu-
tion services that utilize the Internet, such as
software downloading services, while offering
services that combine product distribution and
service business, such as mobile contents dis-
tribution services and solutions services.

In the solutions services arena, the divi-
sion seeks to satisfy demand for systems that
help corporations achieve high efficiency at low
cost by making full use of the marketing and
technical capabilities of divisional companies.
Other focuses include prepaid card systems for
pachinko games from Nasca Corporation, and
solutions from Marubeni Network Systems
Corporation for domestic telecommunications
carriers, companies, schools and local govern-

ments, The division will consider forming ties




with other companies with powerful technol-
ogy solutiors.

On the infrastructure front, Global Access
Ltd. sells access rights to its fiber-optic network
linking Tokyo, Nagoya, Osaka and Fukuoka.
Metro Access KK, Global Solution KK and
Marunouchi Direct Access Ltd. have created
tull-fledged network infrastructures to meet
diverse telecommunications demand. Nexion
Corporation began full-scale distribution of
digital video contents from April 2002. The
division aims to make this operation highly
profitable in the future by enabling it to take
advantage of the division’s telecommunications
infrastructure.

Ultimately, the division seeks to become a
strong IT player, with solid sales and earnings
bases, by continuing to foster existing opera-

tions while developing new businesses.

BUSINESS HIGHLIGHTS

MARUBENI TELECOM CO., LTD.

In 2001, Marubeni Telecom, a2 mobile phone services subsidiary, was listed
on the Second Section of the Tokyo Stock Exchange. The company sells
mobile phones and personal handy-phone system handsets and related
products for all telecommunications carriers through its various sales chan-
nels. It also offers an array of mobile communications services, including
those for next-generation mobile handsets, and provides carriers with
contents and individuals with information exchange services.
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MARUBENI SOLUTIONS CORPORATION

Marubeni Solutions draws on its advanced computer hardware, software

and networking technologies to provide 1T solutions services for a vast
range of industries. These services include the construction and support
for storage networks, the sale of data entry systems, the import and sale of
electrical and mechanical design systems and software, and consulting for

information systems design.
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SDIKALEBUY BY BUMNEN sVib

Utility & Infrastructure Division

Business Outline

This division is involved in utility and infra-
structure businesses, including power, water and
solid waste management, railways, airports and
ports and harbors. The division comprises four
operating departments: overseas power project;
domestic power project; environment infra-
structure; and railway & transport project. The
division’s vision 1s to establish itself in a top
position in the comprehensive infrastructure
business in Japan and abroad.

Strategies, Core Businesses
and Core Competence

In overseas power operations, the division deliv-
ers the value customers demand, while constantly
evolving to meet the requirements of a chang-
ing industry environment. These operations
have two medium-term focuses. The first is
engineering-procurement-construction (EPC)
projects. These entail full turnkey plant construc-
tion mandates for such projects as overseas
power facilities, power transmission and distri-
bution, fuels, and environmental facilities. The
second 1s the independent power producer (IPP)
business, which covers development, invest-
ment, structured finance, plant construction and
management.

To date, the division has completed EPC
projects with an aggregate capacity of 64,000
megawatts. The overseas IPP total, including
facilities under construction, is 6,200 megawatts.
The division is pursuing new business oppor-
tunities in response to global deregulation and
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the trend toward separation of services. The year
under review, for example, saw the launch of
power consolidation services in the United King-
dom, and the introduction of environment ben-
efit sales that take into account such aspects as
“green benefit” and “embedded systems benefit”
Other new challenges include wind power gen-
eration in Europe and Australia, investing in funds
for new energy service company (ESCO) busi-
nesses in Middle and Eastern Europe, and the
possible use of a banking system to handle emis-
sion rights trade.

Domestic power operations concentrate on
retailing for a ¥15 trillion market, generating
wind power and selling fuel cells. The division
will begin to retail electricity in 2002 through
the 32.6-megawatt Mibugawa Hydro Power
Station, acquired 1n August 2000. It plans to
expand its power retailing business as Japan
heads toward full power liberalization. The divi-
sion has already begun generating wind power
at the 4.5-megawatt Shimamaki and 14.85-
megawatt Wakkanai facilities in Hokkaido. It 1s
also building a 13-megawatt plant in Kagoshima
Prefecture, Kyushu. The division is taking de-
cisive steps to increase its total capacity, reflect-
ing future renewable portfolio standards. The
division has acquired sales rights from FuelCell
Energy, Inc., of the United States to market
molten carbonate fuel cells in Japan and else-
where in the Asia and Pacific regions, and is
targeting sales of 45 megawatts by 2005.

Environment infrastructure operations
focus on such fields as water purification, waste-
water treatment and solid waste management
in Japan and overseas. These operations also
encompass project development, EPC oper-
ations, operation-and-maintenance (O&M)
contracts and private build-operate-transfer

(BOT) and build-own-operate (BOO) projects.




There are two basic strategies: one is to focus
on overseas EPC projects, particularly in the
Middle East and Southeast Asia; the second
is to cultivate environmental infrastructure
projects in the deregulating Japanese market.
The department has completed two over-
seas BOT projects that it started in the late
1990s—a water treatment plant project in
Chengdu, China, and an industrial water project
for Petroleos Mexicanos (PEMEX). Both facili-
ties are running smoothly and should contribute
significantly to medium- and long-term earnings.
The department aims to become a spe-
cialist collective with an outstanding reputa-
tion for delivering solutions that anticipate
market needs and satisfy customer demand.
Railway & transport projects focus on re-
lated EPC projects and infrastructure schemes,
such as for railways, airports, ports and harbors,
bridges and roads. Domestically, transport
project operations are beginning to include such
new areas as the deployment of I'T for transpor-
tation systems, which complements the division’s
participation in subway construction in major
cities. Core businesses are exportation of trans-
portation equipment and offshore trade. The de-
partment is traditionally strong in its large, full
turnkey deals, offering high added value and gen-
erating SUperior earnings as a prime CONtractor.
The demand outlook 1s excellent for domes-
tic and overseas transportation projects, reflect-
ing the trend toward increasing public spending
in such areas. The division also sees growth in
the number of private finance initiatives and
the emergence of more complex projects with
maintenance and operation components. The
division is conducting business analysis and
revamping its systems in response to such trends.
The keys to long-term success will be the divi-
sion’s ability to conclude competitive contracts
and propose systems and businesses that best
match client requirements. In line with that goal,
the division 1s working more closely with part-
ners in Japan and abroad that offer technological
clout and superb cost-competitiveness.
In April 2002, the division inaugurated an
IT & New Technology Business Development
Team as part of a drive to build new capabili-
ties by harnessing intellectual rights and new
business models.

BUSINESS HIGHLIGHTS

MARMARA EREGLISI COMBINED CYCLE POWER
PLANT IN TURKEY

Marmara Ereglisi Natural Gas Com- A
bined Cycle Power Plant is a 430- &y -
megawatt facility, located on the i
outskirts of Istanbul. [t is the first
foreign-owned operation in Turkey,
and will runn on a2 BOT basis for 20
vears. The plant has operated smoothly .
since opening in 1999, and is contrib- 7 T
uting steadily to Marubeni’s profits. ‘

250-KILOWATT FUEL CELLS FROM FUELCELL
ENERGY

In October 2002, Marubeni will deliver
its first fuel cell unit from FuelCell
Energy domestically to the Toride Brew-
ery of Kirin Brewery Company, Lim-
ited. These molten carbonate fuel cells
offer several advantages; for example,
they are much more efficient than other
types of fuel cells and can generate i
energy by using a variety of fuels. ‘ T e

WATER TREATMENT PROJECT IN CHENGDU,
SICHUAN PROVINCE, CHINA

In July 1999, Marubeni and Vivendi
Water successfully concluded an agree-
ment for a BOT water treatment plant
in Chengdu, China.Vivendi Water is the
world’s largest water operations com-
pany and is part of Frances VIVENDI [’
Group.The two partners completed the
project in February 2002, as scheduled,
and will operate the plant for the next °
15", years.

MASS RAPID TRANSIT SYSTEM LINE 2 FOR
MANILA 7 ot
Marubeni received an order from the S
Light Rail Transit Authority of Manila
for a 13.8-kilometer urban waffic sys-
tem connecting the cast and west of
the city. Construction is already under
way, with completion scheduled for
March 2004. As prime contractor,
Marubeni formed an international
consortium to supply rolling stock, sub-
stations, signals, rails and automatic fare collection facilities on a turnkey
basis, The new system will carry about 600,000 passengers daily.

N
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DLRATEGY BY BUS 5SS SEGMENT

Plant & Ship Division

Akira Matsuda, Corporate Senior Vice President, COO

Business Qutline

This division has two main focuses. The plant
business concentrates on foreign projects,
mainly providing EPC services, and also coor-
dinating funding, conducting feasibility studies
and investing in projects. In the shipping busi-
ness, the division supplies various types of new
and secondhand vessels, trades ship machinery
and materials, owns and charters vessels, and
provides finance and leasing services.

The division’s key overseas bases have
accumulated the product and project finance
expertise critical for the plant and shipping busi-
nesses, together with local knowledge. This
allows the division to satisfy customer require-
ments while identifying new demand by col-
lecting and analyzing the information needed

to drive projects ahead.
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Strategies, Core Businesses
and Core Competence

In the plant business, the division has shifted
from finance-dependent to EPC projects as its
principal source of revenues and earnings. The
division aims to use limited management
resources more efficiently by increasing the pro-
portion of projects that use export credit agency
frameworks or that otherwise do not require
massive funding. Drawing on its superior track
record among trading houses, the division seeks
to prioritize highly profitable projects in regions
where it has accumulated considerable local
information.

In energy and chemical plants, the main
focus is projects in such major oil and gas pro-
ducing nations as Nigeria, Libya, Russia and
Brazil, particularly for upstream initiatives. In
industrial plants, the division is concentrating
on customers and markets in the cement, steel-
making, nonferrous metals, sugar refining, foods
and textiles sectors, forming alliances with highly
competitive domestic and foreign manufacturers
to secure sales and profits.

The division has cut the net interest-bearing
debt of its shipping businesses while maintaining
the profitability of new and secondhand vessel
trading, ship owning and operation businesses,

to thereby create a higher earnings structure.




To date, the division has suffered massive
losses by involving itself in large investment and
finance projects exposed to market risk. It has
been a critical challenge for the division to
determine whether to build a more profitable
business structure for such projects or to for-
mulate exit strategies that minimize losses. With
the implementation of @gtion 21 “A” Plan, the
division has tackled potential problem projects
by allocating massive reserves and writing oft
losses in the first half of the year under review.
The division posted huge losses as a result, but
better positioned itself to become profitable in
the years ahead.

From April 2002, the division’s goals are
to concentrate on the plant business, particu-
larly EPC projects, and to be more discrimi-
nating when selecting projects, thereby greatly
enhancing earnings.

When choosing a project, the division
checks not only its profitability but also bal-
ance sheets and potential risk measured by the
division’s risk management policy. This results
in a more balanced approach to undertaking
projects and avoids over-exposure to specific
countries and companies. The division will also
contain its operations within predetermined
market risk limits and carefully select fields and
projects that offer suitable returns on invested

capital.

BUSINESS HIGHLIGHTS

PETROLEUM-ASSOCIATED GAS COMPRESSION
PROJECT IN MEXICO

Marubeni and Westcoast Energy Inc., part of Duke Energy Corporation

_of the U.S., are operating a petroleum-associated gas compression project

on a BOQ basis for Pemex Exploracion y Produccion (PEP), the explo-
ration arm of PEMEX, the Mexican national oil company. This supplies
PEP with petroleum-associated gas from che Gulf of Mexico by com-
pressing the gas that used to be burned off from oil platforms and piping
it onshore for industrial and residential use. The project was launched
in November 2001 and has operated smoothly since then. As well as pro-
tecting the environment, this project contributes to the efficient use of
nacural resources in Mexico.

FORMOSA PLASTICS GROUP OF TAIWAN PLACES
TANKER ORDERS

At the end of 2001, Marubeni received orders from Formosa Plastics Group
of Taiwan for three 70,000-metric-ton oil product tankers, three
45,000-metric-ton chemical product tankers and one 45,000-metric-ton
oil product tanker. Pictured below is a 45,000-metric-ton oil product
tanker built by Shin Kurushima Dockyard Co., Ltd. Formosa Plastics has
built one of the world’s largest petrochemicals complexes in Mailiao, west-
ern Taiwan, and the new vessels will serve the complex for transportation
of their products.
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DLIKALEGLY DY BUSINESS SLGME

Transportation & Industrial Machinery Division

7&!,(1.\ ) <

i

Vice President, COO

Michio Kuwahara, Corporate

Business Outline

This division comprises three groups—auto-
mobiles and construction machinery; produc-
tion and industrial machinery; and aerospace
and defense systems. The division focuses on
trading, mainly importing and exporting and
managing its companies in Japan and overseas.
The main trade areas are exporting auto-
mobiles, construction machinery and machine
tools, and the importation of production facili-
ties, industrial machinery and aircraft. The divi-
sion maintains automobile sales networks,
mainly in Europe, and operates joint ventures
with machine tool manufacturers and car parts
manufacturers, primarily in North America. The
division also takes full advantage of its plan-
ning and development capabilities to engage
in such activities as joint development with air-
craft engine makers, the creation of automobile
engine plants, and the construction of clean
energy and recycling systems.

Strategies, Core Businesses
and Core Competence

The division’s profits derive mainly from selling
automotive products, exporting construction
machinery for overseas projects, and exporting
production facilities and machine tools. Other
core businesses are importing industrial

machinery for major Japanese manufacturers
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and importing aircraft and defense systems for
corporate and government customers. The
division also develops and sells aircraft engines
jointly with Rolls-Royce plc. The division is
reinforcing its earnings base by reallocating
resources and improving earnings in trade and
operations of companies. It seeks to bolster
efficiency by entering growth industries while
focusing on profitable operations.

In October 2001, the division integrated
and restructured the automobiles and construc-
tion machinery group to stabilize and expand
profits through more efficient management and
by better harnessing synergies. The division
seeks to further improve management of oper-
ating companies by integrating operations in
Japan, the United States and Europe and by
withdrawing from less profitable areas. In
automobiles, it aims to reinforce automotive
marketing. The division is currently working
with a leading global automotive parts manu-
facturer on a deal based on logistics technol-
ogy. The division would also develop and sell
parts, and engage in after-service business in
Japan and the United States. In construction
machinery, the division concentrates on secur-
ing orders and executing large projects for Asian,
African, Middle Eastern and CIS countries.

In the production and industrial machinery
group, the division has improved earnings in
trading operations by employing new technol-

ogy, and planning and development capabilities.




In production machinery, the division is focus-
ing in specific areas such as a full turnkey order
for an automobile plant, a large machine tool
project order, and a new export deal for
Europe and North America that draws on
leading-edge Japanese technology. In industrial
machinery, the division i1s concentrating on
packaged orders for pulp and paper machinery,
and large project orders for printing and pro-
cessing machinery. It also aims to involve itself
in new import projects, particularly those
related to electrical substrates, liquid crystal
devices and semiconductor equipment, and
plastic sheets that can be used as packaging al-
ternatives. Environment-related private finance
initiative (PFI) projects are other objectives of
the division. In addition, the division seeks to
expand into photovoltaic generation and other
areas of the clean energy market.

The division concentrates its management
resources heavily on the aerospace and defense
systems group, which offers great earnings
growth opportunities. In aircraft, the division
focuses on expanding its joint development of
aircraft engines with Rolls-Royce while
increasing sales of civil aircraft engines and busi-
ness jets manufactured by Gulfstream Aerospace
Corporation. In the government field, the goal is
to increase sales of aircraft engines, multipurpose
aircraft, helicopters and electronic instruments.
The priority in the space sector is application-
related business for satellite infrastructures.

The division is striving to reinforce its
business foundations and expand its operational
scope by means of three groups targeting the
needs of each customer and market, and re-
inforcing each core competence. At the same
time, it is exploring ways to foster future core

businesses.

BUSINESS HIGHLIGHTS

CONSTRUCTION MACHINERY SUPPLY ORDER
FROM RUSSIA

In February 2002, the automobiles and construction machinery group con-
cluded a $45 million contract. to supply specialized construction machinery
to OAO Stroytransgaz, a top Russian builder of oil and gas pipelines.
Marubeni is providing a deferred payment export contract for the deal. The
order is for equipment for laying pipeline in Russia as part of the Blue
Stream project, involving a pipeline stretching from eastern Russia to Turkey.
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V6 ENGINE MANUFACTURING LINE ORDER
RECEIVED FROM AUSTRALIA’S HOLDEN LTD.

2 In July 2001, the production and
industrial machinery group
received an order from Holden
Ltd., an Australian subsidiary of
the General Motors Group, to
supply a new manufacturing line
for the automaker’s new V6
engine family. The line will be
installed at a plant with a targeted
il production of 220,000 engines
annually. To secure the order, Marubem formed a consortium of leading
Japanese facilities companies and top U.S. and Japanese automotive
engineering firms with software expertise.

= n_.‘“.-..)a

JOINT DEVELOPMENT IN ROLLS-ROYCE TRENT
900 ENGINE PROJECT

The aerospace and defense systems group is a sales agent for Rolls-Royce’s
civil aircraft engines, and jointly deve]ops engines involving various manu-
facturers. In 2001, the group
agreed to participate in the devel-
opment of the Trent 900 engine
for the Airbus A380, a fully
double-decked super jumbo air-
craft scheduled to enter service
in 2006.
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SLINALILUY DY DUDH

Energy Division

Koichi Mochizuki, Corporate Vice President, COO

Business Qutline

The division strives to enhance corporate value,
thereby fulfilling stakeholders’ expectations
through 1ts operations, focusing on three core
business areas. First is the energy resource ex-
ploration and production sector, in which the
division develops crude oil, natural gas and other
resources. Second is the trading sector, in which
it trades petroleum products widely in Asia,
Europe and North America, as well as electric-
ity in the United States. Third is the marketing
and retailing sector for such fuels as petroleum
products, crude oil, liquefied petroleum gas
(LPG), liquefied natural gas (LNG), nuclear fuels
and thermal coal. While responding swiftly to
changes in the market environment, the divi-
sion plans to continue expanding business and
profit through its three core areas, thereby

enhancing its corporate value.
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Strategies, Core Businesses
and Core Competence

Energy resource exploration and production is
the most rapidly developing area of the division’s
three core businesses. In the United Kingdom’s
North Sea oil field, its shares of crude oil out-
put are 15,000 barrels per day, while its daily
shares from Ravva oil and gas field in India are
6,100 barrels of crude oil and 150,000 cubic
meters of natural gas. The division is also work-
ing to expand production in its Qatar LNG
project, as described later in this section. At the
end of October 2001, the Sakhalin I Project
Consortium—in which the division participates
as a shareholder of Sakhalin Oil and Gas
Development Co.,Ltd., a major member of the
consortium—officially announced the com-
mercialization of the project. The consortium
1s preparing to produce up to 250,000 barrels
per day of crude oil from the end of 2005 from
the Chayvo and Odoptu fields located on the
east coast of Sakhalin Island, Russia. In the
years ahead, the division will assess and deploy
investrments in other highly promising projects
to expand its operations in this sector.

The division continues to extend its trad-
g business, which has long been a core tocus.
The division boasts great expertise in trading
petroleum products, electricity and natural gas
in North America. In Japan and elsewhere in

Asia, it handles such petroleum products as




| BUSINESS HIGHLIGHTS

NORTH SEA OIL FIELD

In July 2000, Marubeni’s
subsidiary Marubeni Oil &
Gas (U.K.) Limited acquired
a package of oil and gas field
concessions in the United
Kingdom’s North Sea. Last
year, the subsidiary and its
partners started to increase

production through new
development at the Keith and Sycamore fields. Recoverable reserves will
be expanded to around 30 million barrels, and output will be increased
up to 20,000 barrels per day.

LNG IMPORTS FROM QATAR

Marubeni participates in a

naphtha, kerosene and gas oil. The division
imports about five million metric tons of naph-
tha annually for Japan’s petrochemicals industry,
for a market share of around 25%.

In marketing and retailing, one of the
division’s main businesses is sales promotion
using its own sales facility network, which in-
cludes petroleum and LPG import terminals,
filling stations and LPG retail agents through-
out Japan, as well as a refrigerated LPG import
and distribution terminal in Shenzhen, China.
This business contributes to stable supplies of
energy in Japan and overseas. The division also
acts as an agent for fabricating, selling and trans-
porting nuclear fuels, deploys maintenance
technologies for nuclear power plant equipment
and imports thermal coal for power plants in
Japan. Through these various business activi-
ties, the division 1s trying to satisfy diverse
customer needs.

In order to develop new business, the divi-
sion has set up a team that is involved in joint
feasibility studies for the utilization of new
fuels such as gas-to-liquid (GTL) and dimethyl
ether (DME). These can be used as an alterna-
tive to diesel o1l and LPG, and can also lower
environmental impact. The division also culti-
vates new business areas, including on-site
power generation and e-commerce. The divi-
sion seeks to build new value in a dramatically
changing trading landscape by looking beyond

existing businesses.

Qatar LNG project as a
shareholder of Qatar Lique-
fied Gas Co., Ltd. Since its
first delivery, executed in
1997, the project has pro-
duced and sold LNG ro five
Japanese power companies
and three city gas companies
through long-term contracts

extending to 2021. Marubeni aims to accelerate the project’s progress
through a program of debottlenecking facilities to raise annual output
from 7.7 million metric tons, to 9.2 million metric tons.

DISTRIBUTING AND RETAILING PETROLEUM
PRODUCTS AND LPG IN JAPAN

Marubeni Group companies,
mainly Marubeni Energy
Corporation and Marubeni
Ennex Corporation, operate
distribution and retail net-
works for petroleum products

and LPG throughout Japan,
including import terminals,

service stations and LPG
- retailers. These operations will continue

to harness this nationwide presence to
— ensure stable, efficient supplies.
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STRATEGY BY BUSINESS SEGMENT

Metals & Mineral Resources Division

Business Qutline

This division handles aluminum, copper, zinc,
precious metals and other nonferrous metals,
as well as such raw materials as iron ore, coal,
steel scrap, ferro alloys and hot briquetted iron.
The division’s involvement extends from
resources development and smelting projects
overseas to manufacturing and marketing new
and electronic materials.

Over the past two decades, the division has
maintained a medium- to long-term perspec-
tive on its operations in developing aluminum,
coal and other nonferrous metals resources and
In investing in smelting projects. In recent years,
the division has invested downstream in areas
such as aluminum disks and electronic materi-
als in a bid to reinforce its revenues and earn-
ings base by building a high-value-added

business model.

Strategies, Core Businesses
and Core Competence

The division secures resources by developing
ore and coal mines and participating in smelt-
ing projects overseas. At the same time, it main-
tains downstream businesses that harness metals
resources, notably electronic materials. The
division thereby aims to build a vertically inte-

grated value chain covering upstream through
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downstream areas. By building such a value
chain, the division 1s confident it can transform
trading house activities into a metals and min-
erals resources integrator able to generate high
added value.

In upstream areas, the division’s core busi-
ness 1s selling equity metals and equity coal on
the global market. These are secured by invest-
ing and funding projects in aluminum, copper,
zing, coal, iron ore, ferro alloys and hot briquetted
iron primarily in Australia, as well as Canada,
Latin America, South Africa and India. Such
activities are a key source of revenues and earn-
ings, and demonstrate that the division has taken
the right direction, from a long-term stand-
point, in investing in upstream resources devel-
opment and smelting operations. In the years
ahead, the division will concentrate on busi-
ness plans with strong potential for progress and
profitability, such as projects to expand already
solid businesses or which allow the use of exist-
ing infrastructure. This approach should allow
the division to manage businesses offering sta-
bility and high asset efficiency, as well as enable
it to more effectively assess resource devel-
opment and funding opportunities, thereby
improving its investment portfolio.

In midstream and downstream fields, the
division works closely with its companies to pro-

duce aluminum disks and electronic materials




and strengthen recycling operations, to trans-
form these into core activities. As part of that
commitment, the division established Toyo-
Memory Technology Sdn. Bhd. in Malaysia in
1998, as a joint venture with Toyo Kohan Co.,
Ltd. The project is doing well, manufacturing
1.6 million aluminum disks monthly for hard
disk drives, under long-term supply contracts
with the largest hard disk manufacturer in the
world. With technological advances set to
double disk capacity from 40 to 80 gigabytes,
and thereafter raise capacity to 100 gigabytes,
Toyo-Memory Technology is stepping up
research and development to meet anticipated
customer demand for greater quality.

In electronic materials, the division recently
decided to form a new joint-venture company
in China to produce intermediate materials used
in the production of printed circuit boards for
next-generation cellular phones together with
their patent holder, North Corporation. The joint
venture is scheduled to launch operations in 2003.

The division expects opportunities in
recycling ferrous and nonferrous metals scrap
to expand hugely in the years ahead, as the gov-
ernment implements new recycling laws. The
division will therefore strengthen its recycling
business and expand revenues and earnings,
contributing in the process to a more environ-

mentally friendly society.

BUSINESS HIGHLIGHTS

AUSTRALIAN OPERATIONS PRODUCE 97,000
METRIC TONS OF ALUMINUM

Through Marubeni Aluminium Australia Pty. Ltd., a local joint venture,
Marubeni owns 22.5% of The Portland Aluminium Smelter (below), and
has the right to handle 78,000 metric tons of its products annually.
Marubeni also has an 8% interest in Boyne Smelters Ltd. Line 3, which
represents the right to handle 19,000 metric tons annually. Aluminum is
widely used in cars, other transportation equipment and in the food
industry, because of its lightness and its readily recyclable properties, which

match growing concern for =
the environment. Marubeni

supplies the Japanese and other o
markets with 300,000 metric - -

tons annually of aluminum
from around the globe, includ-
ing 97,000 metric tons from its
Australian operations.

COAL MINING OPERATIONS EXPANDED

~ IN AUSTRALIA

e St

Marubeni has investments in four Aus-
. tralian coal mines—the Macquarie,
; Jellinbah East, Coppabella (left) and Ger-
{ man Creek East mines—through local
subsidiary Marubeni Coal Pry. Ltd. In the
" year under review, these mines increased

production by 10%, to a combined 10 million metric tons. Marubeni
exports coal from these operations to steelmakers in Japan
and elsewhere around the world. Marubeni is now developing the Hail
Creek open-cut coal mine, which is scheduled to start production in
2003 and will have an annual capacity of 5.5 million metric tons once

fully operational.

ALUMINUM DISK
PRODUCTION IN
MALAYSIA

(Please refer to text {left)
for further information.)
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SLRKALEGLY DY DUNINLSS SEGIVITIIN

Chemicals Division

Ko Mori, Corporate Vice President, COO

Business Outline

The Chemicals Division allocates its operations
among six departments and 35 operating com-
panies. The division’s products include com-
modity chemicalsr, notably petrochemicals and
plastics; inorganic chemicals, such as sulfur and
salt; pharmaceuticals; agrochemicals; and a wide
range of chemicals that apply leading-edge
technology, including specialty chemicals, elec-
tronic materials and biochemicals. The division’s
products are used in all facets of daily life and
by virtually every industry, and its customer base
ranges from consumers to the world’s leading

corporations.

Strategies, Core Businesses
and Core Competence

Swift technological innovation and the rapid
commercialization of new products constantly
reshape the division’s operations and profit
structure. In its diverse operations and customer
relationships, the division works at the center
of change and is thus quick to identify new
trends and determine the speed and direction
of market changes.

The division’s greatest responsibility is to
solidify its earnings base and serve the interests
of shareholders and customers by concentrat-
ing on fields of superior growth and earnings

potential ahead of competitors. The division has
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three business focuses. First, it enters areas
offering definite demand and low market
risk. Second, it explores fields with ample
growth possibilities but limited market risk.
Third, it handles businesses that Marubeni has
already prioritized before its rivals, and in which
its expertise allows it to reap rewards as a pio-
neer and maximize synergies. Information
technology (IT), deregulated industries and
the recycling field match these focuses.

The division has positioned China as
an important market for IT, due to the rapid
expansion of production and soaring demand.
Accordingly, the division is developing its busi-
ness approach to cater to changes in the Chinese
market and in China’ relationship with the rest
of the world. For example, the division estab-
lished a joint venture in the country to pro-
duce cathode-ray tube (CRT) materials to serve
demand arising from growing local production
of television sets. To expand this business,
the division 1s also exporting Chinese-made
CRTs to markets worldwide and introducing
imported television sets incorporating these
components into the Japanese market. In this
way, the division harnesses vertical synergies to
generate new flows of commerce. The division
1s considering taking a similar approach for
liquid crystal displays, which will eventually
supersede CRTs.

Growing concern for the environment both

imposes new responsibilities on corporations




and generates new business opportunities. The
division was among the first to note the poten-
tial of polyethylene terephthalate (PET), which
1s easy to recycle and 1s one of the least environ-
mentally harmful plastics. More than a decade
ago, the division launched a PET recycling and
recycled sheet manufacturing business. It has
since established a solid position in this field,
and plans to expand it in the years ahead.

The division’s most valuable asset is its tal-
ented people. They treasure relationships, using
insight to understand the specific needs of busi-
ness and trading partners, and planning and
implementing creative solutions. All divisional
staff build diverse business and personal net-
works through their extensive experience in
Japan and overseas. The division is also actively
localizing human resources to ensure its net-
works are firmly in touch with local markets.
For example, the division plans to establish
a company in China staffed by experts in all
types of electronic materials, including those
used for mobile phones, to propose and imple-
ment optimal solutions for local manufacturers
and clients.

Trading houses work best with partners
that offer specialized technologies and know-
how. Such collaboration generates mutual
synergies and greater value than independent
efforts. The division strives to choose first-class
partners as part of its drive to build highly

profitable operations.

BUSINESS HIGHLIGHTS

MAINTAINING ETHYLENE SUPPLIES

Marubeni is dedicated to maintaining the supply of ethylene gas, a basic
material for plastics, under all demand-supply positions. Owing to the
limited availability of specially equipped vessels, highly efficient shipping
is essential. Marubeni is positioned to act as an information center on the
global availability of ethylene and tank space. contributing much to
resolving demand and supply imbalances by swiftly formulating and
executing optimal shipping schedules.

BIOCHIP VENTURE ESTABLISHED

Marubeni 1s investigating business models that combine IT and biotech-
nology. For example, the Company established CombiMartrix K.K. with
American bioventure CombiMatrix Corporation. This joint venture sells
biochips in Japan for use in medical diagnostics and to support local phar-
maceuticals development. CombiMatrix K. K. also aims to license these
biochips and conduct joint development with universities, with a view to
possibly commercializing the results of such work.

ENTERING THE GENERAL-PURPOSE SALT MARKET
Marubeni seeks to take advantage of the Japanese government’s April 2002
deregulation of salt imports. Through its investment in Dampier Salt
Limited in Western Australia, Marubeni has ensured stable supplies to
Japan’s chemical industry for more than 30 years. The Company now
intends to enter the general-purpose salt market through Dampier Salt,
T T which has one of

. the world’s Jargest
salt fields. As part of
its plans, Marubeni
is planning to set up
several warehouses
around the country
as well as establish
salt milling and

packaging facilities
to supply road salc.

IT & Bio Business Development Team
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Forest Products & General Merchandise Division

Kazuoki Matsushita, Corporate Vice President, COO
Business Outline

In general merchandise, the division concen-
trates on consumer markets for sporting and
leisure goods and footwear. In raw materials,
notably rubber and leather, the division aims
to expand its operating companies to strengthen
supply and distribution, while improving
marketing by developing new products.

In pulp and paper, the division’s broad reach
encompasses wood chips, pulp, paper, cardboard
and related products. The division’s many com-
panies in Japan and overseas represent all stages
of business, helping it to maintain its position

as a top player in this field over many years.

Strategies, Core Businesses
and Core Competence

The division has two key strategies. The first is
to increase consolidated earnings by enhancing
management of its total of more than 30 com-
panies in Japan and overseas, and securing a solid

operational base. The second priority 1s focus
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and expansion. While concentrating resources

in core businesses and enhancing its market

presence, the division plans to broaden its
capabilities to become highly profitable.

In general merchandise, the division aims to
strengthen and expand the following product
groups as core businesses:

1. Natural mubber The division seeks to boost
profits from the business of natural rubber
production by adding the function of
natural rubber trading. In addition, as the
leading trader in this field, the division is
aiming to expand profits by strengthening
Marubeni International Commodities
(Singapore) Pte. Ltd. and U Derivatives Pte,
Ltd. These trading companies, based in
Singapore, are network traders with their
own natural rubber production bases, and
are responsible for expansion of worldwide
transactions, particularly for China.

2. Footwear These operations encompass all
aspects of footwear business from product
planning to retailing. Hong Kong-based
Marubeni Footwear Resources Limited
plays a major role in sourcing for Japanese
tootwear manufacturers. Another important
business is Marubeni Footwear Inc., which
wholesales foreign footwear brands and
runs footwear retail chain The Athlete’s

Foot in Japan.




[n pulp and paper, the division’s core busi-

nesses are:

1.

Pulp Here, the division trades and also par-
ticipates in Canadian joint-venture pulp
manufacturer Daishowa-Marubeni Inter-
national Ltd. (DMI). This company allows
the division to generate synergies that lead
to expanded trading volume. The division
established Marubeni Paper Recycle Co.,
Ltd., to step up its activities in paper recy-
cling, which 15 as important as pulp for pro-
ducing paper. This subsidiary also maintains
recycled-paper yards. In the years ahead, the
division will focus on production and trad-
ing to expand its pulp business and main-
tain profit stability.

Whood chips The division develops new sup-
ply sources in South Africa and Southeast
Asia and secures its own afforestation opera-
tions through a Western Australian business,
WA Plantation Resources Pry. Ltd. The
division also distributes wood chips through
long-term charter parties with shipping
companies, thereby contributing stable sup-
plies for paper mills.

Paper and cardboard While working more
closely with domestic paper mills to expand
sales, the division seeks to solidify its presence

by expanding its trade in imported paper.

BUSINESS HIGHLIGHTS

MARUBENI FOOTWEAR INC.

The division established Marubeni Footwear in 1994. This subsidiary has
three main departments. The product department supplies footwear to
apparel manufacturers and major retail chains. The brand marketing
department wholesales leading American outdoor brands Merrell and
Coleman, and HANAE MORLI ladies’ footwear, and the retail depart-
ment runs The Athlete’s Foot shops in Japan under a partnership with a
leading U.S. sports shoe retail chain. Marubeni Footwear aims to build a
comprehensive business covering retailing, wholesaling and original equip-
ment manufacturing.
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DAISHOWA-MARUBENI INTERNATIONAL LTD.
Marubeni and Daishowa Paper Mfg. Co., Ltd., jointly established DMI in
Canada in 1969. This venture created Cariboo Pulp & Paper Co. with
Weldwood of Canada Ltd. Marubeni sells half this plant’s annual output
of 320,000 metric tons. In 1992, DMI expanded by acquiring Peace River
Pulp Mill (below). Marubeni sells all that mill’s annual production of 450,000
metric tons. Drawing on their ample fiber resources, proven technology,
and highly trained workforce, both pulp plants are among the most com-
petitive in North America. Both make 100% elemental chlorine-free pulp,
and have won top reputations for quality among customers.
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Agri-Marine Products Division

v

Tomoyuki Nakayama, Corporate Vice President, COO
Business Outline

The Agri-Marine Products Division 1s involved
in all aspects of the food business. Japan has few
natural resources, so relies heavily on food
imports. The division helps to provide a food
lifeline for Japan, ensuring stable imports of
such staples as grain, as well as agricultural,
marine and livestock products. To meet the
diverse demands of the consumer market, the
division also endeavors to provide offerings that
match consumer tastes by drawing on its global
network, and its development and organiza-

tional capabilities.
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Strategies, Core Businesses
and Core Competence

Trading houses have two broad roles in the food
business in Japan. The first 1s to provide a vital
line of supply for the nation, which lacks natu-
ral resources. It 1s a trading firm'’s social mission
to ensure stable imports of such basic food-
stuffs as wheat, soybeans, corn and sugar, as well
as marine and livestock products. The second
role is to serve Japanese consumers with prod-
ucts that meet their needs. The division ensures
stable food supplies by employing a global net-
work and the resources of the Marubeni Group
to deliver the products that Japanese consum-
ers seek. Its comprehensive strengths as part of
a trading house encompass upstream through
downstream operations, from development and
purchasing to processing, logistics and handling
foreign exchange and market fluctuations.

Grain is a competitive strength for the divi-
sion, which trades and imports 5.4 million
metric tons annually. The division is the top
player in feed among trading firms and is placed
second in wheat and soybeans.

The division runs Columbia Grain, Inc.,
one of the largest grain collection and export
bases on the U.S. West Coast. The division also
maintains grain silos and feed factories in Japan

as part of a nationwide supply structure. The




division has an integrated setup ranging from
overseas buying, collection, loading, shipping
facilities and shipping management to domes-
tic unloading and storage facilities, as well as
operations to handle foreign exchange and
market fluctuations.

Other elements of the division’s stable
global supply network are livestock and marine
products businesses in the United States, Aus-
tralia and China, as well as coffee processing
operations in Brazil and wineries in Argentina.

In downstream areas, the division has
investments in such leading retailers as The
Maruetsu, Inc., The Daiei, Inc., confectionery
wholesaler Yamaboshiya Co., Ltd., and frozen
toods wholesaler Nacx Nakamura Corporation.
These ties allow the division to obtain feed-
back on consumer trends at every stage, from
intermediary distribution to production and
raw materials procurement, for use in devel-
oping offerings that match consumer demand.
The division harnesses information and logis-
tics technologies to lower costs. In addition,
it owns Ten Corporation, a chain of tendon
(tempura on rice) restaurants, and has joined
hands with Metro AG of Germany to establish
a joint venture 1n Japan to run local cash-and-
carry stores, and has also entered the food

wholesaling business.

BUSINESS HIGHLIGHTS

TIES WITH MARUETSU

In March 2001, Marubeni acquired a stake in The Maruetsu, Inc., a lead-
ing food supermarket chain in metropolitan areas, with 193 stores at the
end of March 2002. Marubeni raised its holding to 25% at the close of
March 2002. Marubeni’s global network uses consumer trend informa-
tion from Maruetsu in joint eftorts with that company to develop prod-
ucts that match consumer tastes. Such efforts have helped enhance
Maruetsu’s corporate value and expand its transactions with Marubent,
thus solidifying the Group’s business foundations.

A STRONG PLAYER IN GRAIN TRADING

Marubent handles about 5.4 million metric tons of grain annually. It owns
Columbia Grain fbelow), which maintains a grain integration system cover-
ing the United States’ major grain-producing areas, from Montana to
Oregon. This subsidiary handles about 30% of exports from the U.S. West
Coast and a similar share of annual wheat exports from the United States to
Japan. Marubeni is the leading player among trading houses in the domestic
grain business, with silo capacity of 750,000 metric tons and plants that
produce 1.3 million metric tons of feed annually for nationwide distribu-
tion. Through Heartland International Co., Ltd., of Taiwan, a subsidiary
that focuses on trading grain throughout Asia, Marubeni sells about two
million metric tons of grain annually to Taiwan, Malaysia and Korea.
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tsu Takita, Corporate Vice President, COO

Masaka

Business Outline

The Textile Division maintains materials pro-
curement, production, sales and distribution in
Japan and overseas, handling business ranging
from clothing and materials such as fiber and
yarn to textiles and related products. With the
emergence of specialty store retailers of private-
label apparel (SPAs), the textiles market has rap-
1dly become more consumer-driven.To respond
swiftly to this trend, the division 1s maintaining
a basic policy of maximizing access to consumer
markets while developing a comprehensive
lifestyle business. As part of that policy, the
division is constructing and deploying a more
competitive operational platform (see chart on
opposite page), controlling risks and steadily
expanding apparel sales.

Strategies, Core Businesses
and Core Competence

The operating environment for Japan’s textiles
industry has changed markedly in the past few
years, owing to a restructuring of the retail sec-
tor, and an intensification of price competition
and a decline in domestic textiles manufacture
due to cheap apparel imports. Other factors
include Asia’s maturity as a consumer market
and China’s participation in the World Trade
Organization (WTO).

The division is tackling these challenges
by involving itself more closely in the consumer
market, in keeping with its basic policy. Based on
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its traditional strengths in materials sourcing and
production in Japan and abroad, the division
strives to pursue a high level of comprehensive
business that covers everything from advanced
materials to finished apparel, while consolidating
its planning, design and distribution.

In materials, where it maintains many busi-
nesses and investments, particularly in Asia, the
division works closely with Hong Kong-based
subsidiary Marubeni Textile Asia Led. (MTA)
to globally source competitive products and
develop high-value-added materials, from stan-
dard to functional and unique products. In the
year under review, imports accounted for more
than 87% of the Japanese apparel market, with
domestic materials production largely having
moved offshore. To link with Japanese materi-
als manufacturers that are shifting their pro-
duction bases overseas, the division plans to
position its products more advantageously by
realigning and reinforcing production bases
abroad and adding value to apparel products at
1ts materials stage.

The division also actively develops appli-
cations for highly functional materials and
industrial resources, such as carbon fibers, in
which domestic manufacturers enjoy a com-
petitive edge.

In apparel products, the division has diver-
sified its capabilities to match varying consumer
tastes and shorter fashion cycles, such as by
handling smaller order, shorter delivery cycles,
enhancing cost-competitiveness and stepping
up quality control. The division is currently




determining which operations should remain
in Japan and which should shift abroad. Through
Passport Fashion Company Limited (PFC), a
Hong Kong subsidiary, the division is also
launching and expanding garment production,
especially in China and Vietnam, but also in
Indonesia, Thailand, Korea and Southwest Asia.
The division will strive to optimize its produc-
tion structure to match customer demand. In
addition, i1t will focus downstream in non-
apparel operations, which mainly encompass
interior furnishings. The division is determined
to provide high-quality products at attractive
prices by taking full advantage of its overseas
production bases, particularly in China.

The division is employing IT to deploy an
efficient supply chain management system that
links domestic and overseas manufacturing to
retailers. Such technology helps to track pro-
duction and distribution and localize pre-
distribution inspections. The division strives to
eliminate total losses by methods such as
slashing inventories, while quickly meeting
customer needs.

In addition, Marubeni Fashion Planning
Corp. (MFP), the planning and design arm of
the division, offers comprehensive consulting
and marketing services, including market analy-
sis and the gathering and dissemination of
information on the latest trends. By providing
comprehensive planning and design capabili-
ties, including the creation of brand concepts
and business licensing, the division aims to

enhance customer satisfaction.

BUSINESS HIGHLIGHTS

PASSPORT FASHION COMPANY LIMITED

This subsidiary is the division’s Asian headquarters for overseeing pro-
duction control and sales of apparel, and enhancing Marubeni’s overseas
garment production business. Based in Hong Kong, Passport Fashion
maintains branches and offices in Shanghai, Wuxi, Qingdao, Dalian, Beijing
and Ho Chi Minh City. These extend the workforce and its capabili-
ties while coordinating manufacturing and inspection systems that
respond to customers’ specific requests and quality standards.

Passport Fashion supplies garments to leading Japanese retailers, SPAs
and apparel makers. It also harnesses the Marubeni Group’s overseas net-
work to increase business with well-known retailers and SPAs with inter-
national operations in Europe and the United States. This subsidiary looks
set to be given a boost with China’s admission to the WTO.

MARUBENI TEXTILE ASIA LTD.

While expanding operations from its headquarters in Hong Kong to
Shanghai and Singapore, MTA plays a major role in driving the Marubeni
Group’s raw materials and textile transactions between offshore markets
and with Japan.

In conjunction with the enhancement of garment production bases by
Passport Fashion, MTA endeavors to reinforce the development of more
competitive materials. It is involved not only in materials sales but also
final products, in keeping with the division’s goal of building a compre-
hensive textiles business. In China, where the quality of materials has
improved significantly, the subsidiary is prioritizing not just sales but also
materials sourcing to better meet customer needs.
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Development & Construction Division

RSN
Hideo Takeuchi, Corporate Vice President, COQ

Business Outline

The Development & Construction Division
develops property in Japan and overseas, includ-
ing condominiums and detached houses, retail
stores, sports and leisure facilities and industrial
estates. In its condominium sales business, the
division has sold approximately 60,000 units of
its Famille brand condominiums since 1963.
In recent years, the division has completed
around 3,000 units annually, making it highly
influential among developers. The division
maintains several operations that allow 1t to
deliver wide-ranging capabilities for develop-
ment projects. They are Marubeni Real Estate
Sales Co., Ltd.; Benny Estate Service Co., Ltd.,
which offers property management services;
Marubeni Real Estate Co., Ltd., which leases
real estate; Marubeni Construction Co., Led.,
and Marubeni Setzbi Corporation, which both

engage I construction.
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Strategies, Core Businesses
and Core Competence

Condominium sales remain the division’s core
source of earnings. With Famille condominiums,
the division handles all aspects of the project
from design, construction management and
sales to after-sales service to ensure complete
quality. Although the condominium market has
remained buoyant over the past few years, pros-
pects have become increasingly uncertain, lead-
ing to a widening gap among developers. To
survive, the division will need to deliver more
advanced product planning capabilities.

Since the year ended March 31, 2002, the
division has harnessed Marubeni’s position as a
general trading house to incorporate foreign
knowledge into Japanese lifestyles, and has
stepped up efforts to ensure more innovative
product planning.

Over the medium and long term, demand
should remain solid for urban condominiums,
notwithstanding occasional downturns owing
to economic trends. This is because although
Japan’s population 1s expected to peak by 2006,
demand for housing should continue to rise
owing to growth in the number of small-unit
families. The number of households should peak
in around 2015, Demand should continue to

expand in keeping with a natural human desire




for home ownership, a strong consumer pref-
erence for condominiums, and an increased
concentration of inner city residents.

Another factor in the division’s favor is ris-
ing demand for better-quality housing. While
Japanese living standards have progressed con-
siderably in the past 50 years, they still lag behind
those of Western nations in all aspects; for
example, in terms of floor space. The division
will continue to contribute to better housing
in Japan.

The division 1s also striving to cultivate new
businesses that can become core sources of earn-
ings. They include office building rental, build-
ing construction, sub-leasing commercial
facilities, and real estate investment funds, all of
which are beginning to contribute to profits.
Other operations are also doing well, notably
Benny Estate Service, which has become a
major condominium management firm, over-
seeing 101,381 units as of the end of the year
under review. Marubeni Real Estate and Tipness
Co., Ltd., a fitness club chain that is a joint ven-
ture with Suntory Ltd., also contribute to the
division’s earnings.

In the years ahead, the division will continue
to draw on its comprehensive capabilities to

build its capacity around the housing business.

BUSINESS

HIGHLIGHTS

GRAND BRILLER YOKOHAMA YAMASHITA PARK

Grand Briller Yokohama
Yamashita Park is a 10-
story condominium with
166 units, three of which
are stores and 10 offices.
The property offers an
exclusive location, over-
looking Yamashita Park
and Yokohama Port, both
popular symbols of the
city. Andrée Putman, a

Parlsmn who de<1gned interiors for the Sheraton Hotel in Paris and the
Concorde jet, fashioned the exterior, common facilities and interior design,
which match the development’s magnificent location.

HOUSING PROJECTS IN SHANGHAI, CHINA

Marubeni has sold 512 town houses as part of the first and second phases
of 928-unit Sakura Garden in Shanghai, China (below), and is developing
and selling 416 units for the third phase. It has also started constructing
454 units for the first stage of a low-rise condominium project, called
Phoenix City, which will eventually feature 1,800 units. This new devel-
opment will help meet surging demand for housing in Shanghai when

sales start in early summer 2002.

FAMILLE TAKARAZUKA GRAND-SUITE TOWER

Maruben